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Accounting Language and the Meaning of Comparative Numbers,
Time, Transparency, and Context
Majd Al Jurf
Abstract
The COVID-19 pandemic has affected every part of
the U.S. and global economies, notably including the
losses and gains of companies of every size and type.
The purpose of this research was to conduct a thorough
comparative analysis of 10K financial statements from 50
prominent U.S.-based corporations from the years 2019
and 2020. The study entailed examining the “language of
accounting” used in the financial statements, as well as
identifying how corporate accountants used the concepts
of comparable numbers, time, transparency, and context
in their reports. Analysis of the language of accounting
uses a linguistic lens, focusing on the primary sources of
information, the use of particular terms, and the meaning of
numbers in different contexts. Interpreting meaning from
the language of accounting requires finding comparable
numbers. The stronger the comparison, the more meaning
is obtained, with less information, asymmetry results.
This study specifically explored how accountants use
the concept of time and how that affects the meaning of
numbers from period to period. By identifying the lack of
consistency between the meaning of the numbers and the
structure and timing of the financial reports, this research
brings transparency to financial reporting. It describes the
semantics of accounting language by placing comparable
numbers, time, and transparency into context. In
contextualizing the data, this research allocates and directly
relates the results of the COVID-19 pandemic on corporate
financial data and helps consumers more accurately
understand losses and gains.
Keywords: Accounting, Language, Time,
Transparency, Meaning, Comparative Numbers,
Financial Statements, Fair Value, Book Value,
Pandemic, Covid-19.
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1

Introduction
Accounting is the language that executives and managers
use to deliver the company’s financial and economic data
to outside parties such as shareholders and investors. It is
essential that everyone can understand financial literacy,
whether a person runs their own business, works as a
manager or just starts a career in business. Accounting is
called the language of business, and its numbers are highly
related to conveying financial information presented
in the financial statements. The most important aspect
in accounting is to be able to learn and find meaning
in those numbers, which is a valuable skill that makes
understanding where the business is going a lot easier.
During my research I have developed the ability
to use time-series analysis to examine data sets that
change over the period of 2019-2020. Time-series analysis
is much more complex and computationally demanding
than cross-sectional analysis and it is related to the
aspect of time. This is due to the fact that time-series
analysis cannot use random sampling data, it needs to
have a complete set of data to operate and function. To be
meaningful, business transactions and accounting figures
require context. Without knowing what you are looking at,
a list of numbers doesn’t signify much. It was important to
carry out the cross-sectional analysis for my selected data
to measure each company’s performance, efficiency and
effectiveness compared to the industry average.
Based on the theory of comparative numbers
the meaning of accounting as a language is found in
comparable numbers. The stronger the comparison,
the more meaning is obtained, and the less information
asymmetry results. To achieve this theory, I have

compared 50 companies selected among S&P 500 based
on their data and category and compared the data for two
consecutive periods. I have used both methods of timeseries analysis and cross-sectional analysis to test this
theory. This enabled me to come up with conclusions
to approve the suggested theory and support the facts.
After detailed analysis I have discovered that comparing
numbers is essential to fully understand their meaning.
I have approached this research by starting to
collect data using Wharton Research Data Services
(WRDS) to extract financial statements for the S&P 500
that is a stock market index tracking the performance of
500 large companies listed on stock exchanges in the
United States. I have used this tool to download the data
organized in an excel file. The 500 companies were then
organized under 10 categories for a better comparison
using excel spread sheets. I have chosen a sample of 5
companies from my selected 10 categories and ended up
with a sample of 50 companies. To better understand the
subject matter, I have been introduced to Business Source
Complete through Maxwell Library website. I have used
this website to search for articles, journals, and research
papers related to my topic to complete my literature review
and to learn more about my subject. I would then gather all
the sources used in EndNote to create citations. I will be
introducing some of the articles that had the biggest effect
on my research conclusions.

2

Literature Review

Accounting is the language of business, but Randall
S. Wright, who is a senior liaison officer with MIT’s
Industrial Liaison Program, contradicted that in is his
research by saying, “If Accounting is a language, then it’s
an unusual one. While it has concrete nouns, like cash,
inventory, debt, and revenue, it has no abstract nouns, like
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happiness, freedom, satisfaction, or truth. It has action
verbs, like reconcile, invoice, amortize, and audit, but it
has no verbs of perception, like see, watch, feel, smell,
or hear. Nor does it have words to express emotions, like
love, hate, joy, or disgust. Moreover, some terms, like
user experience, not only have no corresponding word in
accounting terminology, but the concepts themselves do
not exist in the language of accountants.
It’s well accepted that languages that have no words
for a concept don’t have the concept at all.” (Wright,
2019). The language of accounting is unique, and it is
the financial record that tells the story of how industries
are doing financially. When managers and decision
makers talk about their company’s financial health, they
refer to their financial statement and use accounting as
the language spoken to explain the situation. Mr. Wright
thinks that “Accounting should not be the language of
business, unless, of course, the sole objective of the firm
is to manage to the mean by eliminating variances and
extracting all life from assets—all of which are necessary
to profitably filling current demand, but also ultimately
mean embracing mediocrity. It is not a language
constructed to navigate the uncertain and constantly
wavering trade winds of the new; it cannot offer the
imagination needed to apprehend not only the new but the
emerging.” (Wright, 2019). I highly appreciate his point
of view, but I disagree with that for the reasons mentioned
above. Accounting is a unified language among different
companies where it enables them to determine their
competitors and achieve their goals.
Numbers can be very powerful if they are utilized
and understood in a proper way. Accounting numbers
specifically are the base that this language was built on, as
Lukas Goretzki, who is the director for the research area
management accounting & control at the department of
accounting at Stockholm School of Economics, included
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in his paper. He mentioned that “The use of accounting
numbers can significantly influence how managers see
issues, situations or events. We use the notion of an
‘accounting number’ to refer to a particular outcome on an
accounting indicator.” (Goretzki et al., 2018).
Accounting numbers have different objectives, as
stated in Goretzki’s paper: “Accounting numbers can
be both the object of framing and a means to promote a
particular framing, and often these two will go hand in
hand. At the same time, the number is also subject to a
particular framing as it is related to the ‘strategic goal’
of the organization. By relating a number to a strategic
objective, the number takes on a particular meaning and
significance, which in turn affects the overall framing
of the situation” (Goretzki et al., 2018). To be able to
understand accounting it is essential that you are fully
aware of its numbers and their context, which will
help determine companies’ financial performance and
determine how effectively they can achieve their future
goals.
Time-series analysis has been a tool used by
accountants to gather and compare data to come up
with conclusions to explain the financial standing of a
company. Da-Hsien Bao, a professor in the accounting
department at Rowan University, discussed this tool in his
research paper. His paper reviews research that makes use
of one of the most popular forecasting methods applied in
accounting: time-series analysis. It organizes the research
in the area, surveys recent applications of time-series
analysis in accounting and discusses the potential for the
methodology in addressing future research issues.
The emphasis is on those aspects of the accounting
system that possibly cause difficulties in applying timeseries methods in accounting. He mentioned that “The
typical time series examined in accounting research is the
output from the financial accounting reporting system.
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The input to the reporting system are economic events.
The accounting measurement process filters, transforms
and aggregates those events, and releases some semblance
of them in periodic financial statements. For example,
the measurement process (generally accepted accounting
principles, GAAP) filters out most qualitative events
(e.g., the death of the company president), transforms all
accepted events to dollars and aggregates over time and
across items to yield annual or quarterly earnings.
GAAP allows firms a good deal of discretion, so that
two firms operating in the same industry often base their
financial reports upon different accounting procedures.”
(Bao et al., 1983). The use of time- series analysis on
the data that I have collected helped me navigate the
difference between 2019 and 2020 financial data. This
tool helped me examine the huge losses/profits for some
companies during COVID-19 pandemic year and the cause
for such a great gap in sales and revenues among other
aspects.
Transparency in financial statements means that
statements should be transparent and user friendly so that
investors can easily understand a company’s financial
statements in detail. The statement should be clear, and
everything should be properly organized. Organizations
are moving towards creating transparent statements,
according to Petar Pepur, who is part of a university
department of professional studies in Croatia: “The main
mission of the International Accounting Standard Board
is that by unique accounting rules ensure a transparency,
accountability, efficiency and comparability of financial
information’s from the financial statements which
are crucial for stability of financial markets. With the
aim of consistent and reliable financial statements the
International Accounting Standard Board has adopted
a new International Financial Reporting Standard 16 Leases. By this new standard they want to eliminate the

effect called off-balance sheet financing” (Pepur Certa, 2020). Because of incomplete financial statements, the external
users (investors, suppliers, and others) cannot determine the complete liabilities arising from leases, which leads the
company to under/overestimate their financial position.
Accounting numbers need context to provide detailed information about a company’s financial performance.
Based on an article about accounting numbers and the importance of context by Chen Kuo-Tay, who is an associate
professor in the Department of Computer and Communication at Kun Shan University, “Accounting numbers are an
important means for management to communicate firm performance to outside investors. Through regularized financial
statements, investors receive creditable and useful firm-specific information, which helps them better evaluate the true
value of firms. High quality accounting numbers not only reduce the information asymmetry between managers and outside investors, but also facilitate sound investment decisions and the efficiency of security markets.” (Chen et al., 2011).
Kuo-Tay emphasizes the importance of understanding the context of accounting numbers in helping managers evaluate
the company’s performance.

3

Theory of accounting numbers

Based on my research and the data collected I have proven my suggested theory mentioned in my proposal that
numbers mean nothing unless they are compared. I have organized my data in an excel spreadsheet where I included my
sample of 50 companies each under a certain category. I then started to compare numbers using both methods of crosssectional analysis which is comparing the numbers for the same year for each company. I have also used time-series
analysis which involved comparing numbers for two different periods to help better understand the effect of COVID-19
pandemic on different industries. I will include an example of the process where I will display a company that had an
increase in their sales because of the world pandemic. I have included another company that had the same sales or a
small percentage of increase/decrease in their financial standing.
Lastly, data is shown for a company among other companies that suffered huge losses and their sales decreased
during 2020 in comparison to 2019 sales data.

Table 1: Company whose sales increased during the pandemic
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Table 2: Company that maintained their sales performance during the pandemic

Table 3: Company whose sales decreased during the pandemic
4

Methodology

I have used Business Source complete through Maxwell Library website to complete my literature review and locate
articles needed to explain the data that I have collected late May of 2021 along with my mentor professor Crowley. I have
been introduced to a new tool called EndNote which is a reference manager that helped me save time formatting citations,
so I can focus on my research. The data that I have collected was raw reports downloaded from WRDS (CompuStat)
which is a web-based business data research service from The Wharton School of the University of Pennsylvania. The
website provided me with access to financial, accounting, banking, economics, marketing, and public policy databases
through a uniform, web-based interface.
After running the CompuStat report I was able to input my required data including assets, liabilities, stockholders’
equity, expenses, revenues, net income, operating, investing, and financing activities. I have also included capital
expenditures, dividends, and market value. I organized all the data needed for my research using excel tables for 50
companies over two periods 2019-2020. I then ran the report for the years 2018, 2019, and 2020 using a ticker symbol
that is an abbreviation used to uniquely identify publicly traded shares of a particular stock on a particular stock market
in which every company has its own unique symbol.
For the 50 companies that I have selected on the basis that I wanted those companies to fit under the 10 categories
that I have created which includes retail, entertainment, fast food, airlines, mega companies, internet service, commercial
banks, medical devices, pharmaceuticals, and surgical manufacture. The requirements that I had applied for the 500
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companies to fall under these categories is that they need
to have increase/decrease in sales. If the percentage
of change in sales is less than 5%, higher than 5%, or
in between then it should be included among the 50
companies.

with evidence of unspecified intangible to be accounted
for as goodwill. However, when the value determined by
the acquisition price is lower than the identified fair value
of the asset, the residual amount will be negative which
results in a credit balance.
5

After running the reports and analyzing the data, I

At the beginning of my research journey, I created three
hypotheses:

have noticed that data provided during 2018 was not
helpful for the goals of my research. As a result of that I
eliminated those data as they served me no purpose and
focused my research on 2019-2020 data. I have used timeseries analysis to compare the 50 companies’ data between
the years of 2019 and 2020. Using this method helped me
emphasize the negative side-effects of COVID-19 world
pandemic on industries’ financial performance and huge
losses that affected the country’s economy. I used crosssectional analysis to compare a company’s numbers at the
same period and how financially stable it is among its
competitors.
Comparing fair value and market value data for my
selected sample was another method used to compare
financial data. Fair value of an asset is the monetary value
that the asset expects to get when sold in the open market.
While the book value of an asset is the amount at which
the asset has been recorded when a related transaction
was accounted for. This tool was necessary for me to test
my hypothesis that numbers obtain bigger meaning when
they are involved in a comparison. I have compared both
fair and book value for each company with respect to the
previous period data.
Most industries use this tool to adjust individual
assets and liabilities to their fair value on the date of
acquisition. If the value exceeds the identified fair value of
an asset, the residual value will be positive which results
in a debit balance. This will also provide the industry
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Hypotheses

1. Financial statement numbers gain meaning
when compared with other numbers from the same
company in different periods which will be tested
using time-series analysis.
2. Financial statement numbers gain meaning when
compared with fair value numbers from the same
period which will be tested using the book value vs
fair value tool.
3. Financial statements gain meaning when
compared with other numbers from different
companies in the same period using cross-sectional
analysis.
6

Results

Companies that benefited from the state of people being in
quarantine because of the world pandemic and increased
their financial performance were companies that worked
very hard on improving their online engagement with
their audience/customers. From the 50 companies that I
have selected 20 out 50 had this outstanding increase in
sales during 2020 in comparison to other companies in
the same period. I have used cross-sectional analysis to
come up with such results. Likewise, I used time-series
analysis to compare each company’s financial standing
for two different periods in 2019 and 2020. Some of these
companies include Apple, Microsoft, and Amazon. I will be
displaying a part of the data in the table below.
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Table 4: Companies that performed well financially during the pandemic

Companies that maintained their performance and financial standing during 2020 make up a total of 10 companies
out of 50. Those companies include Yum fast food chain, Johnson and Johnson corporation, and Edwards surgical
manufacturing company. A table displaying a capture of this data is shown below.

Table 5: Companies that maintained their financial performance during the pandemic

The remaining companies in my selected sample are companies that suffered a huge loss and a decrease in their
financial performance as a direct result of COVID-19 pandemic. Most companies were located under the airlines and
retail stores categories, such as TJX retail stores, United Airline, and American Airline. The table below displays the sales
and market value for each of those companies for both periods.

Table 6: Companies that suffered major losses financially during the pandemic
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7

Conclusion

The general conclusion is that during the pandemic
year of 2020, internet-related companies like Amazon,
Netflix, and others had a huge spike in their financial
performance. However, companies that did not have a
good technological infrastructure suffered major losses
during 2020 compared to 2019 such as: clothing stores like
Macy’s. Industries that are fully dependent on customers
traveling or using in-person services experienced a big
hit because of COVID-19 regulations. For example,
restaurants that did not offer delivery services lost
significant money.
After examining the financial statements and looking
further into the balance sheet for each company and
comparing the data for both periods, I have noticed an
increase in assets and in liabilities as well. The reason
behind this unusual increase is that people during the
pandemic were staying at home not being able to go to
work. Companies started to suffer and as a result they
began taking out loans and ended up not paying them
back. Wall Street Journal supports this claim in their
article regarding this topic “The pandemic has pushed
global government debt to the highest level since World
War II, surpassing the world’s annual economic output.
Governments, especially in rich countries, are borrowing
still more, partly to erase the damage of Covid-19.”
(Walker and Landers, 2021).
Certain industries like airlines, surgical
manufacturers, pharmaceuticals, and fast-food places
were shut down as a direct result of the world pandemic
and their numbers reflected that. Other industries had
their revenue decreased, but their market cap increased.
I think that this is due to the increase in the general stock
market during 2020 and the fact that there was no other
place to keep their money with any sort of return. People
were locked into their homes and took advantage of
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internet-based services and entertainment. That was the
main cause that resulted in an increase in sales to such
companies. For example, Apple, Microsoft, and Amazon
were among those companies that took advantage of this
fact and improved the services they provide online.
The difference between the book value of S&P
companies the fair value of S&P as a direct result of its
increase during 2020. In 2018 67% of the fair value of
an average S&P 500 companies wasn’t reflected on the
balance sheet; in 2019 this rose to 70% and increased
again in the pandemic year to 74%. The conclusion was
that a typical balance sheet can explain 26% of their fair
value of companies’ assets and liabilities while 74% of the
assets and liabilities are not explained via the traditional
balance sheet.
For some internet and tech companies, the traditional
balance sheet can explain 3-4% of the fair value of a
company while 96-97% cannot be explained from a 10K
balance sheet. Time-series analysis indicated that some
companies in the same industry increased their revenue
during the pandemic while others suffered or maintained
their financial performance. This is a result of to how these
companies switched to online services during 2020.

8
Further Research
After analyzing the data provided for the sample of
50 companies, I have noticed that some of them had a
decrease in revenue and an increase in market valuation
followed up. This was unusual as most companies had an
increase in both revenues and market value at the same
time. The other types of companies had a decrease in
revenues and sales at the same time. This will be a topic
for further research in the future.
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10 Exhibits
Exhibit 1: % of Companies that increased, decreased, or equaled sales from prior year

Exhibit 2: Retail Industry –compared to prior year and to the industry
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Exhibit 3: Entertainment Industry-–compared to prior year and to the industry

Exhibit 4: Fast Food Industry–compared to prior year and to the industry

Exhibit 5: Airlines Industry–compared to prior year and to the industry
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Exhibit 6: Mega-companies–compared to prior year and to the industry

Exhibit 7: Internet Services Industry–compared to prior year and to the industry

Exhibit 8: Commercial Banking Industry–compared to prior year and to the industry
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Exhibit 9: Medical Devices Industry–compared to prior year and to the industry

Exhibit 10: Pharma Industry–compared to prior year and to the industry

Exhibit 11: Surgical Mft Industry–compared to prior year and to the industry
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